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KEY ECONOMIC <NDICATORS 

(as of March 16, 1976) 
Millions of guilders, unless otherwise stated. Average annual exchange 
rates: 1974, $1 = Hfl. 2.64; 1975, $1 = Hfl. 2.53. 


% 

INCOME, PRODUCTION, EMPLOYMENT 1974 1975 1976 Change 
GNP at current prices 187,000 203,350E 231 , 500E 
GNP at constant 1974 prices 187,000 183,300E 191,500E 
Per capita GNP, current prices(guilders) 13,861 14,971E 16, 868E 
Plant & equipment investment 23 ,900 24 ,400E 24, 800E 
Indices: 1970 = 100 

Industrial Production 121 115 123 Jan 

Avg. Labor Productivity (Ind.) 132 124 Jan-Sep 

Avg. Industrial Wage (1972 = 100) 133 151 162 Jan 
Disposable Personal Income 117,100 133,920 E 
Employment (000's) (Dec) 4,831 4,881 E 
Avg. Unemployment Rate (%) 4.0 5.4 5.5 Feb 
Housing starts (units) 111,960 111,385 


MONEY AND PRICES 
Money Supply (Dec) 39 ,430 47,107 Nov 
Public Debt (internal) (Dec); 29,880 33,999 Nov 
(external) (Dec) 23.2 12.2 -47.4 
Interest, Central Bank discount 7.0 4.5 
Domestic credit outstanding (Dec) 52,083 59,219 Nov +14.4 
Indices: 
Retail sales (value): 1970 = 100 150 163 Jan-Oct +15.6 
Avg. wholesale prices: 
1948 = 100 (excl. VAT) 236 251 + 6.3 
Avg. consumer prices: 1969 = 100 142.2 156.7 163.1 Jan +10.2 


BALANCE OF PAYMENTS AND TRADE 
Gold & For. Exch. Reserves (Dec) 22,276 27 ,093 +21.6 
Balance of Payments, current 
account, transactions +4.5 +4.0E +75. 
Balance of Trade -525 -131 
Total exports, FOB (excl. Belg.-Lux.) 75,630 76,375 + 1. 
Exports to U.S. 3,509 2,440 -30. 
Total imports, CIF (excl. Belg.-Lux.) 76,155 76,506 + 0. 
Imports from U.S. 7,944* 8,777 +10. 


Main imports from U.S., Jan.-Oct. 1975: corn 3,743,594 MT/Hfl. 1,323.9; 
Oil seeds, nuts and pits 816,312 MT/Hfl. 541.5; other machines except 
electrical parts Hfl. 384.5; wheat and mixed grain 781,326 MT/Hfl. 376.7; 
animal feed except grains 1,114,044 MT/Hfl. 355.2; airplanes and parts 
Hfl. 318.8; organic chemical products 251,200 MT/Hfl. 281.5. 

Note: Third column contains available 1976 figures. (E = estimate for the 
year.) Percentages in fourth column compare (1) 1976 figure with 
corresponding 1975 period, or (2) 1975 with 1974 if no 1976 figure is 
available. Sources: Central Bureau of Statistics, Central Planning 
Bureau, Netherlands Bank. (*Dutch import figures do not include foreign 
goods placed in bond for forwarding to other countries, often after 
reprocessing and repackaging. U.S. export figures do.) 





SUMMARY 


Although the Netherlands' worst postwar recession is end- 
ing, deep-seated problems threaten the country's ability 
to remain competitive. To overcome these problems, the 
government plans to limit the growth of the public sector 
of the economy, but how much this limit will benefit the 
private sector is uncertain. Nevertheless, the country 
is stable, its work force skilled, and because of its 
favorable location it is the major entrepot for the Euro- 
pean Common Market. The current economic and political 
uncertainties are a cause of concern to the business com- 
munity, and some firms are not finding it easy to make 
expansion or investment plans. For U.S. exporters, 1976 
promises to be another good year. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Bouncing Back from the Cyclical Bottom - The Dutch 
economy has begun to recover from its worst postwar re- 


cession. The low point in industrial production occurred 
last July and in December the index rose for the first 
time above the level of 1974. A major impetus for the 
improvement is the revival of demand for Dutch exports in 
Germany and the U.S. 


Assessments differ, however, as to the extent of the re- 
covery and how to handle it. Dutch government economists 
now tentatively forecast 4.5 percent real growth in gross 
national product in 1976 and see inflation as a constraint 
against further stimulation. The OECD, on the other hand, 
in its 1976 Economic Survey of the Netherlands anticipates 
a growth rate of only 2.5 percent and, taking account of 
the nation's large external surplus, urges quick additional 
stimulus. Everyone is agreed that unemployment will de- 
cline scarcely, if at all, from the current postwar high of 
5.5 percent and that inflation will moderate only slightly 
from last year's 10 percent. 


Coping With the Long-Term Structural Decline - While the 
cyclical recovery is welcome, it will not overcome the 





economy's structural weaknesses. The burden of taxes and 
social insurance premiums, which is the highest in the 
OECD, is undermining the private sector. Employers have 
to pay 26.15 percent of average wages in social security 
and are taxed 47 percent on corporate profits. In addi- 
tion, they have had their profits squeezed by rising wage 
costs that the government and competition forced them, 

at least partially, to absorb. The result has been a 
steadily declining rate of return on investments (now 
averaging four percent) and a tendency to invest in 
labor-saving plant and equipment at a rate that is reduc- 
ing the opportunity for employment. A body of unemployed 
who do not owe their loss of jobs to downturns in the 
business cycle, but rather to industry's efforts to reduce 
the burden of rising wage and welfare costs, has thus 
been created. 


In February the government published a medium-term macro- 
economic outlook describing expected economic developments 
during the next four years. The most unsettling conclu- 
sion in the report is that, even with sharp restraint in 
the collective sector, the average unemployment rate will 
stabilize at 5.3 percent with an average real growth in 
GNP of 3.5 percent per arnum (compared to the average of 
5.5 percent from 1964 to 1972). Other disturbing conclu- 
sions are that real disposable income will increase by not 
more than one percent a year, that inflation will continue 
(dropping to about 6.5 percent in 1980), and that the volume 
of industrial production will increase by not more than 
three percent annually. 


The Government Sets Its Course - The socialist-led coali- 
tion government has chosen to curb the unrestrained growth 
of the collective sector in the medium term, by limiting 
the growth of taxes and social security premiums as a per- 
centage of national income to an additional one percentage 
point per year. The budget for 1977, which is to embody 
the so-called one percent norm, is not due to be published 
until September. Many difficulties must be resolved before 
then. The most formidable is the wage and price policy. 

If the norm is to work, the improved share of national 
income that goes to the private sector must be apportioned 
in a manner acceptable to both wage earners and enterprises. 
Hopes are now pinned on continuing labor moderation when 
new wage increases become due after July 1. The govern- 
ment wants to limit wage increases for the year to be- 
tween 8.5 and nine percent. (An increase of 4.5 percent 





Was granted on January 1.) Whether the unions agree to 
moderate their demands will depend on the strength of 
inflation. The leading trade union federation indicates 
that it may exchange reduction in rate of wage increases 
for an agreement by the government not to reduce its 
social programs. 


A second obstacle is the great uncertainty about two 
measures proposed by the government: one, to broaden the 
powers of works councils; the other, to establish capital- 
sharing funds for workers out of the excess profits of 
private enterprise. The first measure was approved by 

the cabinet after protracted argument but has yet to be 
submitted to parliament. The cabinet proposal is a com- 
promise between those who want to maintain a division of 
responsibility between management and labor and those who 
are pressing for a predominant voice by labor. The lan- 
guage of the compromise is ambiguous. The second proposed 
law, providing for excess profit sharing, has not yet been 
formally considered by the cabinet, although the unions 
are putting pressure on the government to do so soon, re- 
minding the Prime Minister that the measure was one of the 
planks of the coalition electoral platform, and that, if it 
is not to be reneged on, action must be taken before the 
election scheduled for May, 1977. 


The final but not the least important obstacle is the pos- 
sibility that the government may have a diffult time. 

Many of the issues currently facing the government (works 
councils, profit sharing, and land use and ownership) are 
ones where the coalition partners do not always share com- 
mon ground. The government has so far successfully post- 
poned considering such issues, but interest groups are now 
pushing them to the fore. 


Some Underlying Strengths - On the asset side of the ledger, 
large reserves of natural gas have made the Netherlands a 
net exporter of energy since 1974. Upward adjustment of ex- 
port prices of natural gas toward equivalency with imported 
oil prices and substitution of gas for oil and coal in do- 
mestic consumption have brought about substantial gains in 
the balance of payments. These gains, together with continu- 
ing foreign earnings from services and invisibles (including 





a highly prosperous financial and banking sector), gave 

the Dutch a $1.5 billion surplus in 1975 on current account. 
The obverse of the coin is that the appreciation of the 
guilder which results from net energy exports tends to 
reduce the price competitiveness of Dutch exports.) 


The Netherlands continues to be the major European entre- 
pot, because of its location, traditionally positive 
attitude toward trade, and excellent international finan- 
cial and transportation services. The Netherlands also 
remains, geographically, a favorable location for U.S. 
investors who want to be within the European Common Mar- 
ket. Although Europe will not grow as spectacularly as 
the Middle East in the next decade, it is expected to 
average four percent a year, which is not bad given the 
size of the market. 


IMPLICATIONS FOR THE U.S. 


Up the Down Market - The outlook for U.S. exports to the 
Netherlands remains good. In 1975, U.S. sales to the 
Netherlands totaled $4.1 billion, an increase of six per- 
cent, according to Department of Commerce statistics. The 
volume rose by seven percent, which is significant because 
the Dutch report that their total imports declined 5.5 
percent. With the Dutch economy expected to show real 
economic growth in 1976, U.S. exports should do even better. 


Among industrial goods, machinery and transportation equip- 
ment performed best in 1975, registering a 27 percent in- 
crease. Particularly sharp gains were made by steam, jet 
and internal combustion engines, typewriters, check-writing 
machines, pulp and paper processing machines, equipment 

for the food processing and packaging industry, construc- 
tion and mining machinery, mineral and glass working machin- 
ery, handling equipment, power tools, telecommunications 
equipment, electro-medical instruments, electric measuring 
and controlling instruments, automobiles, trucks and air- 
cratt. 


The chemical and electro-technical industries are expected 
to grow more rapidly than the economy as a whole until 1980, 
with annual growth rates of 6.5 and 5.8 percent, respective- 
ly. This should lead to good prospects for U.S. exporters 
of chemical processing equipment, pumps, valves, compres- 
sors, pdlution control instrumentation and equipment, 





laboratory instruments, electronic production and test 
equipment, and electronic components. In addition, Dutch 
importers have recently expressed interest in U.S. auto- 
motive and garage equipment. 


American Know-How and American How-To - Because of high 
labor costs, the government expects business investments 
to concentrate on labor-saving equipment and systems, 
which should favor many American industrial exports, par- 
ticularly those embodying high technology. Computers and 
peripheral equipment, electronic calculators, accounting 
devices and banking equipment, inventory and cash flow 
control systems, and advanced production machinery for the 
metal and food processing and packaging industries are 
some of the many product areas whose sales should benefit 
from Dutch efforts to promote efficiency. 


As the average Dutchman has become more receptive to U.S. 
styles and tastes and aware of the quality and competitive 
prices of most U.S. products, sales of U.S. consumer goods 
in the Netherlands have expanded rapidly. Of particular 
interest to Dutch importers are apparel, cosmetics and 
toilet articles, kitchenware, consumer durables, do-it- 
yourself articles, decorator items, consumer electronics 
and optics, cameras and photographic equipment, and sports 
and leisure-time products. Vending and slot machines are 
also selling well. 


With U.S. prices competitive, the American exporter inter- 
ested in diversifying his market and increasing profits 
will find opportunities in the Netherlands, which is a 
nation of international traders. He should bear in mind, 
however, that the Dutch importer expects the same service, 
support, prompt attention to inquiries and access to 
supply as resident U.S. customers. 


In 1974, the flow of U.S. direct investment to the Nether- 
lands (excluding reinvested earnings of $379 million) 
amounted to $480 million. The Department of Commerce 
estimated the total value at the end of 1974 at $3,209 
million, an increase of $857 million from 1973. Over half 
was in the petroleum and chemical industries. Dutch in- 
vestment in the U.S. at the end of 1974 amounted to 

$2,771 million. 





Our Second Largest Agricultural Market Overseas - U.S. 
agricultural exports to the Netherlands in 1975, including 


transshipments, set a record of $1.722 billion, up over 
seven percent from the record $1.6 billion in 1974. The 
Netherlands thus became the second largest market (after 
Japan) for U.S. agricultural commodities, largely because 
its ports handle much of the commodity trade of the 
Netherlands' Common Market partners. The value figures 
are, of course, not the total picture. In terms of volume, 
feed grains, especially corn and sorghums, were the pace- 
setters, with 4.76 million metric tons, much of which came 
during the first half of 1975. Dutch imports of soybeans 
increased by 7.3 percent to 2.7 million metric tons, while 
their value dropped by four percent (still the highest for 
any agricultural commodity in 1975). Competitive prices 
caused U.S. exports of wheat, the third largest agricultural 
export commodity to the Netherlands, to increase by over 50 
percent in volume in 1975, but most of it was destined for 
re-export to the United Kingdom and West Germany. U.S. 
citrus fruit sales doubled both in value and volume over 
1974 as U.S. suppliers filled the gap created by short 


supplies of oranges from the western Mediterranean. Ex- 
ports of U.S. ruby-red grapefruit were up significantly 
during the final quarter. 


For 1976, U.S. agricultural exports to the Netherlands 

probably will show a slight drop for the first time in 

five years. This reflects mainly the gradual weakening 
in world prices of the large bulk commodities, and also 
a slight decline in volume. 


te U.S. GOVERNMENT PRINTING OFFICE: 1976—210-946/134 3-1 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual Subscription, $37.50. Foreign 
Mailing, $9.40 additional. Single copies, 25 cents, available from NTIS, U.S. Department of Commerce, Spririgfield, Va. 22151. 





